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value, except those falling within rec-
ognized exceptions. Normal purchases
or sales are contracts that provide for
the purchase or sale of goods that will
be delivered in quantities expected to
be used or sold by the utility over a
reasonable period in the normal course
of business. A derivative instrument is
a financial instrument or other con-
tract with all of the following charac-
teristics:

(1) It has one or more underlyings
and a notional amount or payment pro-
vision. Those terms determine the
amount of the settlement or settle-
ments, and, in some cases, whether or
not a settlement is required.

(2) It requires no initial net invest-
ment or an initial net investment that
is smaller than would be required for
other types of contracts that would be
expected to have a similar response to
changes in market factors.

(3) Its terms require or permit net
settlement, can readily be settled net
by a means outside the contract, or
provides for delivery of an asset that
puts the recipient in a position not
substantially different from net settle-
ment.

B. The accounting for the changes in
the fair value of derivative instruments
depends upon its intended use and des-
ignation. Changes in the fair value of
derivative instruments not designated
as fair value or cash flow hedges shall
be recorded in account 175, derivative
instrument assets, or account 244, de-
rivative instrument liabilities, as ap-
propriate, with the gains recorded in
account 421, miscellaneous nonop-
erating income, and losses recorded in
account 426.5, other deductions.

C. A derivative instrument may be
specifically designated as a fair value
or cash flow hedge. A hedge is used to
manage risk to price, interest rates, or
foreign currency transactions. A com-
pany shall maintain documentation of
the hedge relationship at the inception
of the hedge that details the risk man-
agement objective and strategy for un-
dertaking the hedge, the nature of the
risk being hedged, and how hedge effec-
tiveness will be determined.

D. If the utility designates the deriv-
ative instrument as a fair value hedge
against exposure to changes in the fair
value of a recognized asset, liability, or
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a firm commitment, it shall record the
change in fair value of the derivative
instrument to account 176, derivative
instrument assets-hedges, or account
245, derivative instrument liabilities-
hedges, as appropriate, with a cor-
responding adjustment to the sub-
account of the item being hedged. The
ineffective portion of the hedge trans-
action shall be reflected in the same
income or expense account that will be
used when the hedged item enters into
the determination of net income. In
the case of a fair value hedge of a firm
commitment a new asset or liability is
created. As a result of the hedge rela-
tionship, the new asset or liability will
become part of the carrying amount of
the item being hedged.

E. If the utility designates the deriv-
ative instrument as a cash flow hedge
against exposure to variable cash flows
of a probable forecasted transaction, it
shall record changes in the fair value of
the derivative instrument in account
176, derivative instrument assets-
hedges, or account 245, derivative in-
strument liabilities-hedges, as appro-
priate, with a corresponding amount in
account 219, accumulated other com-
prehensive income, for the effective
portion of the hedge. The ineffective
portion of the hedge transaction shall
be reflected in the same income or ex-
pense account that will be used when
the hedged item enters into the deter-
mination of net income. Amounts re-
corded in other comprehensive income
shall be reclassified into earnings in
the same period or periods that the
hedged forecasted item enters into the
determination of net income.

Electric Plant Instructions

1. Classification of electric plant at ef-
fective date of system of accounts (Major
utilities).

A. The electric plant accounts pro-
vided herein are the same as those con-
tained in the prior system of accounts
except for inclusion of accounts for nu-
clear production plant and some
changes in classification in the general
equipment accounts. Except for these
changes, the balances in the various
plant accounts, as determined under
the prior system of accounts, should be
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carried forward. Any remaining bal-
ance of plant which has not yet been
classified, pursuant to the require-
ments of the prior system, shall be
classified in accordance with the fol-
lowing instructions.

B. The cost to the utility of its un-
classified plant shall be ascertained by
analysis of the utility’s records. Ad-
justments shall not be made to record
in utility plant accounts amounts pre-
viously charged to operating expenses
or to income deductions in accordance
with the uniform system of accounts in
effect at the time or in accordance
with the discretion of management as
exercised under a uniform system of
accounts, or under accounting prac-
tices previously followed.

C. The detailed electric plant ac-
counts (301 to 399, inclusive) shall be
stated on the basis of cost to the util-
ity of plant constructed by it and the
original cost, estimated if not known,
of plant acquired as an operating unit
or system. The difference between the
original cost, as above, and the cost to
the utility of electric plant after giving
effect to any accumulated provision for
depreciation or amortization shall be
recorded in account 114, Electric Plant
Acquisition Adjustments. The original
cost of electric plant shall be deter-
mined by analysis of the utility’s
records or those of the predecessor or
vendor companies with respect to elec-
tric plant previously acquired as oper-
ating units or systems and the dif-
ference between the original cost so de-
termined, less accumulated provisions
for depreciation and amortization and
the cost to the utility with necessary
adjustments for retirements from the
date of acquisition, shall be entered in
account 114, Electric Plant Acquisition
Adjustments. Any difference between
the cost of electric plant and its book
cost, when not properly includible in
other accounts, shall be recorded in ac-
count 116, Other Electric Plant Adjust-
ments.

D. Plant acquired by lease which
qualifies as capital lease property
under General Instruction 19. Criteria
for Classifying Leases, shall be recorded
in Account 101.1, Property under Cap-
ital Leases, or Account 120.6, Nuclear
Fuel under Capital Leases, as appro-
priate.
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2. Electric Plant To Be Recorded at
Cost.

A. All amounts included in the ac-
counts for electric plant acquired as an
operating unit or system, except as
otherwise provided in the texts of the
intangible plant accounts, shall be
stated at the cost incurred by the per-
son who first devoted the property to
utility service. All other electric plant
shall be included in the accounts at the
cost incurred by the utility, except for
property acquired by lease which quali-
fies as capital lease property under
General Instruction 19. Criteria for
Classifying Leases, and is recorded in
Account 101.1, Property under Capital
Leases, or Account 120.6, Nuclear Fuel
under Capital Leases. Where the term
cost is used in the detailed plant ac-
counts, it shall have the meaning stat-
ed in this paragraph.

B. When the consideration given for
property is other than cash, the value
of such consideration shall be deter-
mined on a cash basis (see, however,
definition 9). In the entry recording
such transition, the actual consider-
ation shall be described with sufficient
particularity to identify it. The utility
shall be prepared to furnish the Com-
mission the particulars of its deter-
mination of the cash value of the con-
sideration if other than cash.

C. When property is purchased under
a plan involving deferred payments, no
charge shall be made to the electric
plant accounts for interest, insurance,
or other expenditures occasioned solely
by such form of payment.

D. The electric plant accounts shall
not include the cost or other value of
electric plant contributed to the com-
pany. Contributions in the form of
money or its equivalent toward the
construction of electric plant shall be
credited to accounts charged with the
cost of such construction. Plant con-
structed from contributions of cash or
its equivalent shall be shown as a re-
duction to gross plant constructed
when assembling cost data in work or-
ders for posting to plant ledgers of ac-
counts. The accumulated gross costs of
plant accumulated in the work order
shall be recorded as a debit in the plant
ledger of accounts along with the re-
lated amount of contributions concur-
rently be recorded as a credit.
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3. Components of construction cost.

A. For Major utilities, the cost of
construction properly includible in the
electric plant accounts shall include,
where applicable, the direct and over-
head cost as listed and defined here-
under:

(1) Contract work includes amounts
paid for work performed under contract
by other companies, firms, or individ-
uals, costs incident to the award of
such contracts, and the inspection of
such work.

(2) Labor includes the pay and ex-
penses of employees of the utility en-
gaged on construction work, and re-
lated workmen’s compensation insur-
ance, payroll taxes and similar items of
expense. It does not include the pay
and expenses of employees which are
distributed to construction through
clearing accounts nor the pay and ex-
penses included in other items here-
under.

(3) Materials and supplies includes the
purchase price at the point of free de-
livery plus customs duties, excise
taxes, the cost of inspection, loading
and transportation, the related stores
expenses, and the cost of fabricated
materials from the utility’s shop. In
determining the cost of materials and
supplies used for construction, proper
allowance shall be made for unused
materials and supplies, for materials
recovered from temporary structures
used in performing the work involved,
and for discounts allowed and realized
in the purchase of materials and sup-
plies.

NoTE: The cost of individual items of
equipment of small value (for example, $500
or less) or of short life, including small port-
able tools and implements, shall not be
charged to utility plant accounts unless the
correctness of the accounting therefor is
verified by current inventories. The cost
shall be charged to the appropriate operating
expense or clearing accounts, according to
the use of such items, or, if such items are
consumed directly in construction work, the
cost shall be included as part of the cost of
the construction

(4) Transportation includes the cost of
transporting employees, materials and
supplies, tools, purchased equipment,
and other work equipment (when not
under own power) to and from points of
construction. It includes amounts paid
to others as well as the cost of oper-
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ating the utility’s own transportation
equipment. (See item 5 following.)

(5) Special machine service includes the
cost of labor (optional), materials and
supplies, depreciation, and other ex-
penses incurred in the maintenance,
operation and use of special machines,
such as steam shovels, pile drivers, der-
ricks, ditchers, scrapers, material
unloaders, and other labor saving ma-
chines; also expenditures for rental,
maintenance and operation of ma-
chines of others. It does not include the
cost of small tools and other individual
items of small value or short life which
are included in the cost of materials
and supplies. (See item 3, above.) When
a particular construction job requires
the use for an extended period of time
of special machines, transportation or
other equipment, the net book cost
thereof, less the appraised or salvage
value at time of release from the job,
shall be included in the cost of con-
struction.

(6) Shop service includes the propor-
tion of the expense of the utility’s shop
department assignable to construction
work except that the cost of fabricated
materials from the utility’s shop shall
be included in materials and supplies.

(7) Protection includes the cost of pro-
tecting the utility’s property from fire
or other casualties and the cost of pre-
venting damages to others, or to the
property of others, including payments
for discovery or extinguishment of
fires, cost of apprehending and pros-
ecuting incendiaries, witness fees in re-
lation thereto, amounts paid to mu-
nicipalities and others for fire protec-
tion, and other analogous items of ex-
penditures in connection with con-
struction work.

(8) Injuries and damages includes ex-
penditures or losses in connection with
construction work on account of inju-
ries to persons and damages to the
property of others; also the cost of in-
vestigation of and defense against ac-
tions for such injuries and damages. In-
surance recovered or recoverable on ac-
count of compensation paid for injuries
to persons incident to construction
shall be credited to the account or ac-
counts to which such compensation is
charged Insurance recovered or recov-
erable on account of property damages
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incident to construction shall be cred-
ited to the account or accounts
charged with the cost of the damages.

(9) Privileges and permits includes pay-
ments for and expenses incurred in se-
curing temporary privileges, permits or
rights in connection with construction
work, such as for the use of private or
public property, streets, or highways,
but it does not include rents, or
amounts chargeable as franchises and
consents for which see account 302,
Franchises and Consents.

(10) Rents includes amounts paid for
the use of construction quarters and of-
fice space occupied by construction
forces and amounts properly includible
in construction costs for such facilities
jointly used.

(11) Engineering and supervision in-
cludes the portion of the pay and ex-
penses of engineers, surveyors,
draftsmen, inspectors, superintendents
and their assistants applicable to con-
struction work.

(12) General administration capitalized
includes the portion of the pay and ex-
penses of the general officers and ad-
ministrative and general expenses ap-
plicable to construction work.

(13) Engineering services includes
amounts paid to other companies,
firms, or individuals engaged by the
utility to plan, design, prepare esti-
mates, supervise, inspect, or give gen-
eral advice and assistance in connec-
tion with construction work.

(14) Insurance includes premiums paid
or amounts provided or reserved as
self-insurance for the protection
against loss and damages in connection
with construction, by fire or other cas-
ualty injuries to or death of persons
other than employees, damages to
property of others, defalcation of em-
ployees and agents, and the non-
performance of contractual obligations
of others. It does not include work-
men’s compensation or similar insur-
ance on employees included as labor in
item 2, above.

(15) Law expenditures includes the
general law expenditures incurred in
connection with construction and the
court and legal costs directly related
thereto, other than law expenses in-
cluded in protection, item 7, and in in-
juries and damages, item 8.
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(16) Tazxes includes taxes on physical
property (including land) during the
period of construction and other taxes
properly includible in construction
costs before the facilities become avail-
able for service.

A7) Allowance for funds used during
construction (Major and Nonmajor Util-
ities) includes the net cost for the pe-
riod of construction of borrowed funds
used for construction purposes and a
reasonable rate on other funds when so
used, not to exceed, without prior ap-
proval of the Commission, allowances
computed in accordance with the for-
mula prescribed in paragraph (a) of this
subparagraph. No allowance for funds
used during construction charges shall
be included in these accounts upon ex-
penditures for construction projects
which have been abandoned.

(a) The formula and elements for the
computation of the allowance for funds
used during construction shall be:

Ai=s(S/W)+d(D/D+P+C)(1—-S/W)

A=[1-S/W][p(P/D+P+C)+c(C/D+P+C)]

A;i=Gross allowance for borrowed funds used
during construction rate.

A.=Allowance for other funds used during
construction rate.

S=Average short-term debt.

s=Short-term debt interest rate.

D=Long-term debt.

d=Long-term debt interest rate.

P=Preferred stock.

p=Preferred stock cost rate.

C=Common equity.

c=Common equity cost rate.

W=Average balance in construction work in
progress plus nuclear fuel in process of re-
finement, conversion, enrichment and fab-
rication.

(b) The rates shall be determined an-
nually. The balances for long-term
debt, preferred stock and common eq-
uity shall be the actual book balances
as of the end of the prior year. The cost
rates for long-term debt and preferred
stock shall be the weighted average
cost determined in the manner indi-
cated in §35.13 of the Commission’s
Regulations Under the Federal Power
Act. The cost rate for common equity
shall be the rate granted common eq-
uity in the last rate proceeding before
the ratemaking body having primary
rate jurisdictions. If such cost rate is
not available, the average rate actually
earned during the preceding three
years shall be used. The short-term
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debt balances and related cost and the
average balance for construction work
in progress plus nuclear fuel in process
of refinement, conversion, enrichment,
and fabrication shall be estimated for
the current year with appropriate ad-
justments as actual data becomes
available.

NoTE: When a part only of a plant or
project is placed in operation or is completed
and ready for service but the construction
work as a whole is incomplete, that part of
the cost of the property placed in operation
or ready for service, shall be treated as Elec-
tric Plant in Service and allowance for funds
used during construction thereon as a charge
to construction shall cease. Allowance for
funds used during construction on that part
of the cost of the plant which is incomplete
may be continued as a charge to construc-
tion until such time as it is placed in oper-
ation or is ready for service, except as lim-
ited in item 17, above.

(18) Earnings and expenses during con-
struction. The earnings and expenses
during construction shall constitute a
component of construction costs.

(a) The earnings shall include reve-
nues received or earned for power pro-
duced by generating plants during the
construction period and sold or used by
the utility. Where such power is sold to
an independent purchaser before inter-
mingling with power generated by
other plants, the credit shall consist of
the selling price of the energy. Where
the power generated by a plant under
construction is delivered to the util-
ity’s electric system for distribution
and sale, or is delivered to an associ-
ated company, or is delivered to and
used by the utility for purposes other
than distribution and sale (for manu-
facturing or industrial use, for exam-
ple), the credit shall be the fair value
of the energy so delivered. The reve-
nues shall also include rentals for
lands, buildings etc., and miscellaneous
receipts not properly includible in
other accounts.

(b) The expenses shall consist of the
cost of operating the power plant, and
other costs incident to the production
and delivery of the power for which
construction is credited under para-
graph (a), above, including the cost of
repairs and other expenses of operating
and maintaining lands, buildings, and
other property, and other miscella-
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neous and like expenses not properly
includible in other accounts.

(19) Training costs (Major and
Nonmajor Utilities). When it is nec-
essary that employees be trained to op-
erate or maintain plant facilities that
are being constructed and such facili-
ties are not conventional in nature, or
are new to the company’s operations,
these costs may be capitalized as a
component of construction cost. Once
plant is placed in service, the capital-
ization of training costs shall cease and
subsequent training costs shall be ex-
pensed. (See Operating Expense In-
struction 4.)

(20) Studies includes the costs of stud-
ies such as nuclear operational, safety,
or seismic studies or environmental
studies mandated by regulatory bodies
relative to plant under construction.
Studies relative to facilities in service
shall be charged to account 183, Pre-
liminary Survey and Investigation
Charges.

B. For Nonmajor utilities, the cost of
construction of property chargeable to
the electric plant accounts shall in-
clude, where applicable, the cost of
labor; materials and supplies; transpor-
tation; work done by others for the
utility; injuries and damages incurred
in construction work; privileges and
permits; special machine service; al-
lowance for funds used during con-
struction, not to exceed without prior
approval of the Commission, amounts
computed in accordance with the for-
mula prescribed in paragraph (a) of
paragraph (17) of this Instruction;
training costs; and such portion of gen-
eral engineering, administrative sala-
ries and expenses, insurance, taxes, and
other analogous items as may be prop-
erly includable in construction costs.
(See Operating Expense Instruction 4.)
The rates and balances of short and
long-term debt, preferred stock, com-
mon equity and construction work in
progress shall be determined as pre-
scribed in paragraph (b) of paragraph
(17) of this Instruction.

4. Overhead Construction Costs.

A. All overhead construction costs,
such as engineering, supervision, gen-
eral office salaries and expenses, con-
struction engineering and supervision
by others than the accounting utility,
law expenses, insurance, injuries and
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damages, relief and pensions, taxes and
interest, shall be charged to particular
jobs or units on the basis of the
amounts of such overheads reasonably
applicable thereto, to the end that each
job or unit shall bear its equitable pro-
portion of such costs and that the en-
tire cost of the unit, both direct and
overhead, shall be deducted from the
plant accounts at the time the prop-
erty is retired.

B. As far as practicable, the deter-
mination of pay roll charges includible
in construction overheads shall be
based on time card distributions there-
of. Where this procedure is impractical,
special studies shall be made periodi-
cally of the time of supervisory em-
ployees devoted to construction activi-
ties to the end that only such overhead
costs as have a definite relation to con-
struction shall be capitalized. The ad-
dition to direct construction costs of
arbitrary percentages or amounts to
cover assumed overhead costs is not
permitted.

C. For Major utilities, the records
supporting the entries for overhead
construction costs shall be so kept as
to show the total amount of each over-
head for each year, the nature and
amount of each overhead expenditure
charged to each construction work
order and to each electric plant ac-
count, and the bases of distribution of
such costs.

5. Electric Plant Purchased or Sold.

A. When electric plant constituting
an operating unit or system is acquired
by purchase, merger, consolidation, liq-
uidation, or otherwise, after the effec-
tive date of this system of accounts,
the costs of acquisition, including ex-
penses incidental thereto properly in-
cludible in electric plant, shall be
charged to account 102, Electric Plant
Purchased or Sold.

B. The accounting for the acquisition
shall then be completed as follows:

(1) The original cost of plant, esti-
mated if not known, shall be credited
to account 102, Electric Plant Pur-
chased or Sold, and concurrently
charged to the appropriate electric
plant in service accounts and to ac-
count 104, Electric Plant Leased to
Others, account 105, Electric Plant
Held for Future Use, and account 107,
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Construction Work in Progress—Elec-
tric, as appropriate.

(2) The depreciation and amortiza-
tion applicable to the original cost of
the properties purchased shall be
charged to account 102, Electric Plant
Purchased or Sold, and concurrently
credited to the appropriate account for
accumulated provision for depreciation
or amortization.

(3) The cost to the utility of any
property includible in account 121,
Nonutility Property, shall be trans-
ferred thereto.

(4) The amount remaining in account
102, Electric Plant Purchased or Sold,
shall then be closed to account 114,
Electric Plant Acquisition Adjust-
ments.

C. If property acquired in the pur-
chase of an operating unit or system is
in such physical condition when ac-
quired that it is necessary substan-
tially to rehabilitate it in order to
bring the property up to the standards
of the utility, the cost of such work,
except replacements, shall be ac-
counted for as a part of the purchase
price of the property.

D. When any property acquired as an
operating unit or system includes du-
plicate or other plant which will be re-
tired by the accounting utility in the
reconstruction of the acquired property
or its consolidation with previously
owned property, the proposed account-
ing for such property shall be presented
to the Commission.

E. In connection with the acquisition
of electric plant constituting an oper-
ating unit or system, the utility shall
procure, if possible, all existing records
relating to the property acquired, or
certified copies thereof, and shall pre-
serve such records in conformity with
regulations or practices governing the
preservation of records of its own con-
struction.

F. When electric plant constituting
an operating unit or system is sold,
conveyed, or transferred to another by
sale, merger, consolidation, or other-
wise, the book cost of the property sold
or transferred to another shall be cred-
ited to the appropriate utility plant ac-
counts, including amounts carried in
account 114, Electric Plant Acquisition
Adjustments. The amounts (estimated
if not known) carried with respect

305



Pt. 101

thereto in the accounts for accumu-
lated provision for depreciation and
amortization and in account 252, Cus-
tomer Advances for Construction, shall
be charged to such accounts and contra
entries made to account 102, Electric
Plant Purchased or Sold. Unless other-
wise ordered by the Commission, the
difference, if any, between (1) the net
amount of debits and credits and (2)
the consideration received for the prop-
erty (less commissions and other ex-
penses of making the sale) shall be in-
cluded in account 421.1. Gain on Dis-
position of Property, or account 421.2,
Loss on Disposition of Property. (See
account 102, Electric Plant Purchased
or Sold.)

NOTE: In cases where existing utilities
merge or consolidate because of financial or
operating reasons or statutory requirements
rather than as a means of transferring title
of purchased properties to a new owner, the
accounts of the constituent utilities, with
the approval of the Commission, may be
combined. In the event original cost has not
been determined, the resulting utility shall
proceed to determine such cost as outlined
herein.

6. Expenditures on Leased Property.

A. The cost of substantial initial im-
provements (including repairs, rear-
rangements, additions, and better-
ments) made in the course of preparing
for utility service property leased for a
period of more than one year, and the
cost of subsequent substantial addi-
tions, replacements, or betterments to
such property, shall be charged to the
electric plant account appropriate for
the class of property leased. If the serv-
ice life of the improvements is ter-
minable by action of the lease, the
cost, less net salvage, of the improve-
ments shall be spread over the life of
the lease by charges to account 404,
Amortization of Limited-Term Electric
Plant. However, if the service life is
not terminated by action of the lease
but by depreciation proper, the cost of
the improvements, less net salvage,
shall be accounted for as depreciable
plant. The provisions of this paragraph
are applicable to property leased under
either capital leases or operating
leases.

B. If improvements made to property
leased for a period of more than one
year are of relatively minor cost, or if
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the lease is for a period of not more
than one year, the cost of the improve-
ments shall be charged to the account
in which the rent is included, either di-
rectly or by amortization thereof.

7. Land and Land Rights.

A. The accounts for land and land
rights shall include the cost of land
owned in fee by the utility and rights.
Interests, and privileges held by the
utility in land owned by others, such as
leaseholds, easements, water and water
power rights, diversion rights, submer-
sion rights, rights-of-way, and other
like interests in land. Do not include in
the accounts for land and land rights
and rights-of-way costs incurred in
connection with first clearing and
grading of land and rights-of-way and
the damage costs associated with the
construction and installation of plant.
Such costs shall be included in the ap-
propriate plant accounts directly bene-
fited.

B. Where special assessments for pub-
lic improvements provide for deferred
payments, the full amount of the as-
sessments shall be charged to the ap-
propriate land account and the unpaid
balance shall be carried in an appro-
priate liability account. Interest on un-
paid balances shall be charged to the
appropriate interest account. If any
part of the cost of public improvements
is included in the general tax levy, the
amount thereof shall be charged to the
appropriate tax account.

C. The net profit from the sale of
timber, cord wood, sand, gravel, other
resources or other property acquired
with the rights-of-way or other lands
shall be credited to the appropriate
plant account to which related. Where
land is held for a considerable period of
time and timber and other natural re-
sources on the land at the time of pur-
chase increases in value, the net profit
(after giving effect to the cost of the
natural resources) from the sales of
timber or its products or other natural
resources shall be credited to the ap-
propriate utility operating income ac-
count when such land has been re-
corded in account 105, Electric Plant
Held for Future Use or classified as
plant in service, otherwise to account
421, Miscellaneous Nonoperating In-
come.
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D. Separate entries shall be made for
the acquisition, transfer, or retirement
of each parcel of land, and each land
right (except rights of way for distribu-
tion lines), or water right, having a life
of more than one year. A record shall
be maintained showing the nature of
ownership, full legal description, area,
map reference, purpose for which used,
city, county, and tax district on which
situated, from whom purchased or to
whom sold, payment given or received,
other costs, contract date and number,
date of recording of deed, and book and
page of record. Entries transferring or
retiring land or land rights shall refer
to the original entry recording its ac-
quisition.

E. Any difference between the
amount received from the sale of land
or land rights, less agents’ commis-
sions and other costs incident to the
sale, and the book cost of such land or
rights, shall be included in account
411.6, Gains from Disposition of Utility
Plant, or 411.7, Losses from Disposition
of Utility Plant when such property
has been recorded in account 105, Elec-
tric Plant Held for Future Use, other-
wise to account 421.1, Gain on Disposi-
tion of Property or 421.2, Loss on Dis-
position of Property, as appropriate,
unless a reserve therefor has been au-
thorized and provided. Appropriate ad-
justments of the accounts shall be
made with respect to any structures or
improvements located on land sold.

F. The cost of buildings and other
improvements (other than public im-
provements) shall not be included in
the land accounts. If at the time of ac-
quisition of an interest in land such in-
terest extends to buildings or other im-
provements (other than public im-
provements) which are then devoted to
utility operations, the land and im-
provements shall be separately ap-
praised and the cost allocated to land
and buildings or improvements on the
basis of the appraisals. If the improve-
ments are removed or wrecked without
being used in operations, the cost of re-
moving or wrecking shall be charged
and the salvage credited to the account
in which the cost of the land is re-
corded.

G. When the purchase of land for
electric operations requires the pur-
chase of more land than needed for
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such purposes, the charge to the spe-
cific land account shall be based upon
the cost of the land purchased, less the
fair market value of that portion of the
land which is not to be used in utility
operations. The portion of the cost
measured by the fair market value of
the land not to be used shall be in-
cluded in account 105, Electric Plant
Held for Future Use, or account 121,
Nonutility Property, as appropriate.

H. Provisions shall be made for amor-
tizing amounts carried in the accounts
for limited-term interests in land so as
to apportion equitably the cost of each
interest over the life thereof. (For
Major utilities, see account 111, Accu-
mulated Provision for Amortization of
Electric Plant Utility, and account 404,
Amortization of Limited-Term Electric
Plant. For Nonmajor utilities, see ac-
count 404.)

I. The items of cost to be included in
the accounts for land and land rights
are as follows:

1. Bulkheads, buried, not requiring mainte-
nance or replacement.

2. Cost, first, of acquisition including
mortgages and other liens assumed (but not
subsequent interest thereon).

3. [Reserved]

4. Condemnation proceedings,
court and counsel costs.

5. Consents and abutting damages, pay-
ment for.

6. Conveyancers’ and notaries’ fees.

7. Fees, commissions, and salaries to bro-
kers, agents and others in connection with
the acquisition of the land or land rights.

8. [Reserved]

9. Leases, cost of voiding upon purchase to
secure possession of land.

10. Removing, relocating, or recon-
structing, property of others, such as build-
ings, highways, railroads, bridges, ceme-
teries, churches, telephone and power lines,
etc., in order to acquire quiet possession.

11. Retaining walls unless identified with
structures.

12. Special assessments levied by public au-
thorities for public improvements on the
basis of benefits for new roads, new bridges,
new sewers, new curbing, new pavements,
and other public improvements, but not
taxes levied to provide for the maintenance
of such improvements.

13. Surveys in connection with the acquisi-
tion, but not amounts paid for topographical
surveys and maps where such costs are at-
tributable to structures or plant equipment
erected or to be erected or installed on such
land.

including
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14. Taxes assumed, accrued to date of
transfer of title.

15. Title, examining, clearing, insuring and
registering in connection with the acquisi-
tion and defending against claims relating to
the period prior to the acquisition.

16. Appraisals prior to closing title.

17. Cost of dealing with distributees or
legatees residing outside of the state or
county, such as recording power of attorney,
recording will or exemplification of will, re-
cording satisfaction of state tax.

18. Filing satisfaction of mortgage.

19. Documentary stamps.

20. Photographs of property at acquisition.

21. Fees and expenses incurred in the ac-
quisition of water rights and grants.

22. Cost of fill to extend bulkhead line over
land under water, where riparian rights are
held, which is not occasioned by the erection
of a structure.

23. Sidewalks and curbs constructed by the
utility on public property.

24. Labor and expenses in connection with
securing rights of way, where performed by
company employees and company agents.

8. Structures and Improvements.

A. The accounts for structures and
improvements shall include the cost of
all buildings and facilities to house,
support, or safeguard property or per-
sons, including all fixtures perma-
nently attached to and made a part of
buildings and which cannot be removed
therefrom without cutting into the
walls, ceilings, or floors, or without in
some way impairing the buildings, and
improvements of a permanent char-
acter on or to land. Also include those
costs incurred in connection with the
first clearing and grading of land and
rights-of-way and the damage costs as-
sociated with construction and instal-
lation of plant.

B. The cost of specially provided
foundations not intended to outlast the
machinery or apparatus for which pro-
vided, and the cost of angle irons, cast-
ings, etc., installed at the base of an
item of equipment, shall be charged to
the same account as the cost of the
machinery, apparatus, or equipment.

C. Minor buildings and structures,
such as valve towers, patrolmen’s tow-
ers, telephone stations, fish and wild-
life, and recreation facilities, etc.,
which are used directly in connection
with or form a part of a reservoir, dam,
waterway, etc., shall be considered a
part of the facility in connection with
which constructed or operated and the
cost thereof accounted for accordingly.
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D. Where furnaces and boilers are
used primarily for furnishing steam for
some particular department and only
incidentally for furnishing steam for
heating a building and operating the
equipment therein, the entire cost of
such furnaces and boilers shall be
charged to the appropriate plant ac-
count, and no part to the building ac-
count.

E. Where the structure of a dam
forms also the foundation of the power
plant building, such foundation shall
be considered a part of the dam.

F. The cost of disposing of materials
excavated in connection with construc-
tion of structures shall be considered
as a part of the cost of such work, ex-
cept as follows: (a) When such material
is used for filling, the cost of loading,
hauling, and dumping shall be equi-
tably apportioned between the work in
connection with which the removal oc-
curs and the work in connection with
which the material is used; (b) when
such material is sold, the net amount
realized from such sales shall be cred-
ited to the work in connection with
which the removal occurs. If the
amount realized from the sale of exca-
vated materials exceeds the removal
costs and the costs in connection with
the sale, the excess shall be credited to
the land account in which the site is
carried.

G. Lighting or other fixtures tempo-
rarily attached to buildings for pur-
poses of display or demonstration shall
not be included in the cost of the build-
ing but in the appropriate equipment
account.

H. The items of cost to be included in
the accounts for structures and im-
provements are as follows:

1. Architects’ plans and specifications in-
cluding supervision.

2. Ash pits (when located within the build-
ing). (Major Utilities)

3. Athletic field structures and improve-
ments.

4. Boilers, furnaces, piping, wiring, fix-
tures, and machinery for heating, lighting,
signaling, ventilating, and air-conditioning
systems, plumbing, vacuum cleaning sys-
tems, incinerator and smoke pipe, flues, etc.

5. Bulkheads, including dredging, riprap
fill, piling, decking, concrete, fenders, etc.,
when exposed and subject to maintenance
and replacement.

6. Chimneys (Major Utilities).

7. Coal bins and bunkers.
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8. Commissions and fees to brokers, agents,
architects, and others.

9. Conduit (not to be removed) with its
contents.

10. Damages to abutting property during
construction.

11. Docks (Major Utilities).

12. Door checks and door stops (Major Util-
ities).

13. Drainage and sewerage systems.

14. Elevators, cranes, hoists, etc., and the
machinery for operating them.

15. Excavation, including shoring, bracing,
bridging, refill and disposal of excess exca-
vated material, cofferdams around founda-
tion, pumping water from cofferdams during
construction, and test borings.

16. Fences and fence curbs (not including
protective fences isolating items of equip-
ment, which shall be charged to the appro-
priate equipment account).

17. Fire protection systems when forming a
part of a structure.

18. Flagpole (Major Utilities).

19. Floor covering (permanently attached)
(Major Utilities).

20. Foundations and piers for machinery,
constructed as a permanent part of a build-
ing or other item listed herein.

21. Grading and clearing when directly oc-
casioned by the building of a structure.

22. Intrasite communication system, poles,
pole fixtures, wires, and cables.

23. Landscaping, lawns, shrubbery, etc.

24. Leases, voiding upon purchase to secure
possession of structures.

25. Leased property, expenditures on.

26. Lighting fixtures and outside lighting
system.

27. Mailchutes when part of a building
(Major Utilities).

28. Marquee, permanently attached to
building (Major Utilities).

29. Painting, first cost.

30. Permanent paving, concrete, brick,
flagstone, asphalt, etc., within the property
lines.

31l. Partitions, including movable (Major
Utilities).

32. Permits and privileges.

33. Platforms, railings, and gratings when
constructed as a part of a structure.

34. Power boards for services to a building
(Major Utilities).

35. Refrigerating systems for general use
(Major Utilities).

36. Retaining walls except when identified
with land.

37. Roadways, railroads, bridges, and tres-
tles intrasite except railroads provided for in
equipment accounts.

38. Roofs (Major Utilities).

39. Scales, connected to and forming a part
of a structure (Major Utilities).

40. Screens (Major Utilities).

41. Sewer systems, for general use (Major
Utilities).
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42. Sidewalks, culverts, curbs and streets
constructed by the utility on its property
(Major Utilities).

43. Sprinkling systems (Major Utilities).

44, Sump pumps and pits (Major Utilities).

45. Stacks—brick, steel, or concrete, when
set on foundation forming part of general
foundation and steelwork of a building.

46. Steel inspection during construction
(Major Utilities).

47. Storage facilities constituting a part of
a building.

48. Storm doors and windows (Major Utili-
ties).

49. Subways, areaways, and tunnels, di-
rectly connected to and forming part of a
structure.

50. Tanks, constructed as part of a building
or as a distinct structural unit.

51. Temporary heating during construction
(net cost) (Major Utilities).

52. Temporary water connection during
construction (net cost) (Major Utilities).

53. Temporary shanties and other facilities
used during construction (net cost)

54. Topographical maps (Major Utilities).

55. Tunnels, intake and discharge, when
constructed as part of a structure, including
sluice gates, and those constructed to house
mains.

56. Vaults constructed as part of a build-
ing.

57. Watchmen’s sheds and clock systems
(net cost when used during construction
only) (Major Utilities).

58. Water basins or reservoirs.

59. Water front improvements (Major Utili-
ties).

60. Water meters and supply system for a
building or for general company purposes
(Major Utilities).

61. Water supply piping, hydrants and wells
(Major Utilities).

62. Wharves.

63. Window shades and ventilators (Major
Utilities).

64. Yard drainage system (Major Utilities).

65. Yard lighting system (Major Utilities).

66. Yard surfacing, gravel, concrete, or oil.
(First cost only.) (Major Utilities)

NOTE: Structures and Improvements ac-
counts shall be credited with the cost of coal
bunkers, stacks, foundations, subways, tun-
nels, etc., the use of which has terminated
with the removal of the equipment with
which they are associated even though they
have not been physically removed.

9. Equipment.

A. The cost of equipment chargeable
to the electric plant accounts, unless
otherwise indicated in the text of an
equipment account, includes the net
purchase price thereof, sales taxes, in-
vestigation and inspection expenses
necessary to such purchase, expenses of
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transportation when borne by the util-
ity, labor employed, materials and sup-
plies consumed, and expenses incurred
by the utility in unloading and placing
the equipment in readiness to operate.
Also include those costs incurred in
connection with the first clearing and
grading of land and rights-of-way and
the damage costs associated with con-
struction and installation of plant.

B. Exclude from equipment accounts
hand and other portable tools, which
are likely to be lost or stolen or which
have relatively small value (for exam-
ple, $500 or less) or short life, unless
the correctness of the accounting
therefor as electric plant is verified by
current inventories. Special tools ac-
quired and included in the purchase
price of equipment shall be included in
the appropriate plant account. Port-
able drills and similar tool equipment
when used in connection with the oper-
ation and maintenance of a particular
plant or department, such as produc-
tion, transmission, distribution, etc.,
or in stores, shall be charged to the
plant account appropriate for their use.

C. The equipment accounts shall in-
clude angle irons and similar items
which are installed at the base of an
item of equipment, but piers and foun-
dations which are designed to be as
permanent as the buildings which
house the equipment, or which are con-
structed as a part of the building and
which cannot be removed without cut-
ting into the walls, ceilings or floors or
without in some way impairing the
building, shall be included in the build-
ing accounts.

D. The equipment accounts shall in-
clude the necessary costs of testing or
running a plant or parts thereof during
an experimental or test period prior to
such plant becoming ready for or
placed in service. In the case of
Nonmajor utilities, the utility shall
pay the fee prescribed in part 381 of
this chapter and shall furnish the Com-
mission with full particulars of and
justification for any test or experi-
mental run extending beyond a period
of 30 days. In the case of Major utili-
ties, the utility shall furnish the Com-
mission with full particulars of and
justification for any test or experi-
mental run extending beyond a period
of 120 days for nuclear plant, and a pe-
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riod of 90 days for all other plant. Such
particulars shall include a detailed
operational and downtime log showing
days of production, gross Kkilowatts
generated by hourly increments, types,
and periods of outages by hours with
explanation thereof, beginning with
the first date the equipment was either
tested or synchronized on the line to
the end of the test period.

E. The cost of efficiency or other
tests made subsequent to the date
equipment becomes available for serv-
ice shall be charged to the appropriate
expense accounts, except that tests to
determine whether equipment meets
the specifications and requirements as
to efficiency, performance, etc., guar-
anteed by manufacturers, made after
operations have commenced and within
the period specified in the agreement
or contract of purchase may be charged
to the appropriate electric plant ac-
count.

10. Additions and Retirements of Elec-
tric Plant.

A. For the purpose of avoiding undue
refinement in accounting for additions
to and retirements and replacements of
electric plant, all property will be con-
sidered as consisting of (1) retirement
units and (2) minor items of property.
Each utility shall maintain a written
property units listing for use in ac-
counting for additions and retirements
of electric plant and apply the listing
consistently.

B. The addition and retirement of re-
tirement units shall be accounted for
as follows:

(1) When a retirement unit is added
to electric plant, the cost thereof shall
be added to the appropriate electric
plant account, except that when units
are acquired in the acquisition of any
electric plant constituting an oper-
ating system, they shall be accounted
for as provided in electric plant in-
struction 5.

(2) When a retirement unit is retired
from electric plant, with or without re-
placement, the book cost thereof shall
be credited to the electric plant ac-
count in which it is included, deter-
mined in the manner set forth in para-
graph D, below. If the retirement unit
is of a depreciable class, the book cost

310



Federal Energy Regulatory Commission

of the unit retired and credited to elec-
tric plant shall be charged to the accu-
mulated provision for depreciation ap-
plicable to such property. The cost of
removal and the salvage shall be
charged or credited, as appropriate, to
such depreciation account.

C. The addition and retirement of
minor items of property shall be ac-
counted for as follows:

(1) When a minor item of property
which did not previously exist is added
to plant, the cost thereof shall be ac-
counted for in the same manner as for
the addition of a retirement unit, as
set forth in paragraph B(1), above, if a
substantial addition results, otherwise
the charge shall be to the appropriate
maintenance expense account.

(2) When a minor item of property is
retired and not replaced, the book cost
thereof shall be credited to the electric
plant account in which it is included;
and, in the event the minor item is a
part of depreciable plant, the account
for accumulated provision for deprecia-
tion shall be charged with the book
cost and cost of removal and credited
with the salvage. If, however, the book
cost of the minor item retired and not
replaced has been or will be accounted
for by its inclusion in the retirement
unit of which it is a part when such
unit is retired, no separate credit to
the property account is required when
such minor item is retired.

(3) When a minor item of depreciable
property is replaced independently of
the retirement unit of which it is a
part, the cost of replacement shall be
charged to the maintenance account
appropriate for the item, except that if
the replacement effects a substantial
betterment (the primary aim of which
is to make the property affected more
useful, more efficient, of greater dura-
bility, or of greater capacity), the ex-
cess cost of the replacement over the
estimated cost at current prices of re-
placing without betterment shall be
charged to the appropriate electric
plant account.

D. The book cost of electric plant re-
tired shall be the amount at which
such property is included in the elec-
tric plant accounts, including all com-
ponents of construction costs. The
book cost shall be determined from the
utility’s records and if this cannot be
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done it shall be estimated. Utilities
must furnish the particulars of such es-
timates to the Commission, if re-
quested. When it is impracticable to
determine the book cost of each unit,
due to the relatively large number or
small cost thereof, an appropriate aver-
age book cost of the units, with due al-
lowance for any differences in size and
character, shall be used as the book
cost of the units retired.

E. The book cost of land retired shall
be credited to the appropriate land ac-
count. If the land is sold, the difference
between the book cost (less any accu-
mulated provision for depreciation or
amortization therefore which has been
authorized and provided) and the sale
price of the land (less commissions and
other expenses of making the sale)
shall be recorded in account 411.6,
Gains from Disposition of Utility
Plant, or 411.7, Liosses from Disposition
of Utility Plant when the property has
been recorded in account 105, Electric
Plant Held for Future Use, otherwise
to accounts 421.1, Gain on Disposition
of Property or 421.2, Loss on Disposi-
tion of Property, as appropriate. If the
land is not used in utility service but is
retained by the utility, the book cost
shall be charged to account 105, Elec-
tric Plant Held for Future Use, or ac-
count 121, Nonutility Property, as ap-
propriate.

F. The book cost less net salvage of
depreciable electric plant retired shall
be charged in its entirety to account
108. Accumulated Provision for Depre-
ciation of Electric Plant in Service
(Account 110, Accumulated Provision
for Depreciation and Amortization of
Electric Utility Plant, in the case of
Nonmajor wutilities). Any amounts
which, by approval or order of the
Commission, are charged to account
182.1, Extraordinary Property Losses,
shall be credited to account 108 (Ac-
count 110 for Nonmajor utilities).

G. In the case of Major utilities, the
accounting for the retirement of
amounts included in account 302, Fran-
chises and Consents, and account 303,
Miscellaneous Intangible Plant, and
the items of limited-term interest in
land included in the accounts for land
and land rights, shall be as provided for
in the text of account 111. Accumulated
Provision for Amortization of Electric
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Plant in Service, account 404, Amorti-
zation of Limited-Term Electric Plant,
and account 405, Amortization of Other
Electric Plant.

11. Work Order and Property Record
System Required.

A. Each utility shall record all con-
struction and retirements of electric
plant by means of work orders or job
orders. Separate work orders may be
opened for additions to and retirements
of electric plant or the retirements
may be included with the construction
work order, provided, however, that all
items relating to the retirements shall
be kept separate from those relating to
construction and provided, further,
that any maintenance costs involved in
the work shall likewise be segregated.

B. BEach utility shall keep its work
order system so as to show the nature
of each addition to or retirement of
electric plant, the total cost thereof,
the source or sources of costs, and the
electric plant account or accounts to
which charged or credited. Work orders
covering jobs of short duration may be
cleared monthly.

C. In the case of Major utilities, each
utility shall maintain records in which,
for each plant account, the amounts of
the annual additions and retirements
are classified so as to show the number
and cost of the various record units or
retirement units.

12. Transfers of Property.

When property is transferred from
one electric plant account to another,
from one utility department to an-
other, such as from electric to gas,
from one operating division or area to
another, to or from accounts 101, Elec-
tric Plant in Service, 104. Electric
Plant Leased to Others, 105. Electric
Plant Held for Future Use, and 121,
Nonutility Property, the transfer shall
be recorded by transferring the original
cost thereof from the one account, de-
partment, or location to the other. Any
related amounts carried in the ac-
counts for accumulated provision for
depreciation or amortization shall be
transferred in accordance with the seg-
regation of such accounts.

13. Common Utility Plant.

A. If the utility is engaged in more
than one utility service, such as elec-
tric, gas, and water, and any of its util-
ity plant is used in common for several
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utility services or for other purposes to
such an extent and in such manner
that it is impracticable to segregate it
by utility services currently in the ac-
counts, such property, with the ap-
proval of the Commission, may be des-
ignated and classified as common utility
plant.

B. The book amount of utility plant
designated as common plant shall be
included in account 118, Other Utility
Plant, and if applicable in part to the
electric department, shall be seg-
regated and accounted for in sub-
accounts as electric plant is accounted
for in accounts 101 to 107, inclusive,
and electric plant adjustments in ac-
count 116; any amounts classifiable as
common plant acquisition adjustments
or common plant adjustments shall be
subject to disposition as provided in
paragraphs C and B of accounts 114 and
116, respectively, for amounts classified
in those accounts. The original cost of
common utility plant in service shall
be classified according to detailed util-
ity plant accounts appropriate for the
property.

C. The utility shall be prepared to
show at any time and to report to the
Commission annually, or more fre-
quently, if required, and by utility
plant accounts (301 to 399) the fol-
lowing: (1) The book cost of common
utility plant, (2) The allocation of such
cost to the respective departments
using the common utility plant, and (3)
The basis of the allocation.

D. The accumulated provision for de-
preciation and amortization of the util-
ity shall be segregated so as to show
the amount applicable to the property
classified as common utility plant.

E. The expenses of operation, mainte-
nance, rents, depreciation and amorti-
zation of common utility plant shall be
recorded in the accounts prescribed
herein, but designated as common ex-
penses, and the allocation of such ex-
penses to the departments using the
common utility plant shall be sup-
ported in such manner as to reflect
readily the basis of allocation used.

14. Transmission and Distribution
Plant.

For the purpose of this system of ac-
counts:

A. Transmission system means:
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(1) All land, conversion structures,
and equipment employed at a primary
source of supply (i.e., generating sta-
tion, or point of receipt in the case of
purchased power) to change the voltage
or frequency of electricity for the pur-
pose of its more efficient or convenient
transmission;

(2) All land, structures, lines, switch-
ing and conversion stations, high ten-
sion apparatus, and their control and
protective equipment between a gener-
ating or receiving point and the en-
trance to a distribution center or
wholesale point; and

(3) All lines and equipment whose pri-
mary purpose is to augment, integrate
or tie together the sources of power

supply
B. Distribution system means all land,
structures, conversion equipment,

lines, line transformers, and other fa-
cilities employed between the primary
source of supply (i.e., generating sta-
tion, or point of receipt in the case of
purchased power) and of delivery to
customers, which are not includible in
transmission system, as defined in
paragraph A, whether or not such land,
structures, and facilities are operated
as part of a transmission system or as
part of a distribution system.

NoTE: Stations which change electricity
from transmission to distribution voltage
shall be classified as distribution stations.

C. Where poles or towers support
both transmission and distribution
conductors, the poles, towers, anchors,
guys, and rights of way shall be classi-
fied as transmission system. The con-
ductors, crossarms, braces, grounds,
tiewire, insulators, etc., shall be classi-
fied as transmission or distribution fa-
cilities, according to the purpose for
which used.

D. Where underground conduit con-
tains both transmission and distribu-
tion conductors, the underground con-
duit and right of way shall be classified
as distribution system. The conductors
shall be classified as transmission or
distribution facilities according to the
purpose for which used.

E. Land (other than rights of way)
and structures used jointly for trans-
mission and distribution purposes shall
be classified as transmission or dis-
tribution according to the major use
thereof.
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15. Hydraulic production plant (Major
Utilities).

For the purpose of this system of ac-
counts hydraulic production plant
means all land and land rights, struc-
tures and improvements used in con-
nection with hydraulic power genera-
tion, reservoirs dams and waterways,
water wheels, turbines, generators, ac-
cessory electric equipment, miscella-
neous powerplant equipment, roads,
railroads, and bridges, and structures
and improvements used in connection
with fish and wildlife, and recreation.

16. Nuclear Fuel Records Required
(Major Utilities).

Each utility shall keep all the nec-
essary records to support the entries to
the various nuclear fuel plant accounts
classified under ‘‘Assets and Other Deb-
its,” Utility Plant 120.1 through 120.6,
inclusive, account 518, Nuclear Fuel
Expense and account 157, Nuclear Ma-
terials Held for Sale. These records
shall be so kept as to readily furnish
the basis of the computation of the net
nuclear fuel costs.

Operating Expense Instructions

1. Supervision and Engineering (Major
Utilities).

The supervision and engineering in-
cludible in the operating expense ac-
counts shall consist of the pay and ex-
penses of superintendents, engineers,
clerks, other employees and consult-
ants engaged in supervising and direct-
ing the operation and maintenance of
each utility function. Wherever alloca-
tions are necessary in order to arrive
at the amount to be included in any ac-
count, the method and basis of alloca-
tion shall be reflected by underlying
records.

ITEMS

Labor

1. Special tests to determine efficiency of
equipment operation.

2. Preparing or reviewing budgets, esti-
mates, and drawings relating to operation or
maintenance for departmental approval.

3. Preparing instructions for operations
and maintenance activities.

4. Reviewing and analyzing operating re-
sults.

5. Establishing organizational setup of de-
partments and executing changes therein.
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